University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

3-21-1989

Progress On Inter-american Development Bank's
$26.5 Billion Capital Increase
John Neagle

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
Neagle, John. "Progress On Inter-american Development Bank's $26.5 Billion Capital Increase." (1989).
https://digitalrepository.unm.edu/notisur/2884

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 073232
ISSN: 1060-4189

Progress On Inter-american Development Bank's $26.5
Billion Capital Increase
by John Neagle
Category/Department: General
Published: Tuesday, March 21, 1989
On March 20 in Amsterdam, the annual conference of the Interamerican Development Bank (IDB)
opened, with some 2,500 delegates from the Bank's 44 member countries in attendance. The two
major topics on the agenda are the Bank's capital increase and US Treasury Secretary Nicholas
Brady's plan to reduce Third World foreign debt. A compromise was reached on March 17 in Bonn
regarding the Bank's long pending $26.5 billion capital increase request by the IDB's 12-member
board of governors committee. The compromise must be formally ratified at the annual meeting.
The committee also announced plans to reduce interest rates on loans to the poorest Latin American
nations via a transfer of $511 million to the Bank's intermediate financing facility account, which
subsidizes interest payments. This move would reduce the rate on some loans from 8.1% to about
3.1%. The dispute over US control over the IDB's lending decisions, which held up the capital
increase, began three years ago. The Reagan administration wanted shareholders from major
industrial nations to be allowed to delay loans for two years if 35% of all shareholders approved.
This proposal meant that the US would exercise veto power: the US controls 34.5% of bank shares;
Canada, 4.4% of the shares and industrial countries outside North America, 8%. These non-Latin
American nations frequently vote as a bloc. Under the compromise, one director of the 12-member
board can delay a loan for two months, two directors have the right to delay for five months and
three directors acting in concert can delay a loan for 12 months. The US and Canada have one
director each, the European countries two directors and Latin American nations have eight. If
approved by the IDB delegates, the capital increase compromise would provide the means to allow
the bank to make $22.5 billion worth of loans in the 1990-93 period. In 1988, bank loans totaled $2
billion, down from a high of $3.5 billion in 1984. Another change would be that future IDB lending
could be used to help finance development programs also sponsored by the International Monetary
Fund or -World Bank. To the present, IDB loans were entirely project-tied. IDB officials said 2.5% of
the capital increase would be paid in cash by the member nations. (Basic data from New York Times,
03/18/89; Notimex, DPA, 03/20/89)
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